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FREE TRADE: A GOOD DEAL FOR CANADA 


I believe that all Canadians will draw great benefits from the Free Trade 
Agreement we reached with the United States on October 3, 1987. 
Among the major benefits are: 


° a greater selection of goods and services at lower prices for 
consumers; 

° hundreds of thousands of new jobs and increased economic 
activity as a result of more Canadian exports; 

° increased investment by Canadians and non-Canadians; 

° a more specialized, technologically advanced and internationally 


competitive economy; and 
° a more outward-looking society. 


The more Canadians study and think about this historic Agreement, the 
more likely they will support it. That is why we have prepared this 
publication, which provides substantial detail and background 
information on the Agreement. 


This trade agreement is a statement to the world that we are building a 
new Canada, a Canada ready to face the challenges of an intensely 
competitive world economy. It is a statement that Canadians are guided 
by confidence, not fear, that we have the strong will to act, not just react 
and have the courage to meet the competition, not hide from it. 
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Honourable Pat Carney 
Minister for International Trade 
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The Canada-United States Trade Agreement 
Trade: Securing Canada's Future 


Minutes before midnight on October 3, 1987, Canada and the 
United States agreed in principle on the elements to be included in a 
free-trade Agreement. The way was thus cleared for the two 
governments to conclude what will be the largest commercial accord 
in history, with major economic benefits for both countries. 


This was an historic occasion for Canada and the United States. 
Together, the two governments took a dramatic step toward 
implementing a new and better trading relationship between the 
world's two biggest trading partners. The package initialled on 
October 3 meets the test of fairness and of mutual advantage. The 
economies of both countries will grow and prosper. 


The two governments agreed to eliminate all tariffs between 
them, to reduce a wide range of other barriers and to make trade both 
more Open and more secure. They agreed on a unique dispute 
settlement mechanism with binding powers to guarantee impartial 
application of countervail and anti-dumping laws and other aspects of 
trade remedy law in both countries. They established a new code to 
cover trade in services and they agreed to provide for a more certain 
and open investment regime. At the same time, Canada safeguarded its 
right to pursue unique cultural objectives and to promote regional 
economic development. 


For Canada, it will mean a stronger and more productive 
economy, with benefits for producers and consumers alike. It will 
mean a richer Canada, a Canada which can afford to maintain and 
enhance the quality of life through, and for, Canadian cultural 
endeavours. Governments will be able to stimulate economic 
development in Canada's poorer regions and maintain a safety net for 
all Canadians. 


The accord provides a powerful signal against protectionism and 
for trade liberalization. It reflects the commitment of both 
governments to liberalize trade on a global basis through the 
Multilateral Trade Negotiations under the General Agreement on 
Tariffs and Trade. 


A Long Genesis 


The Agreement reached on October 3 had a long genesis. Canada 
and the United States have for generations sought to establish a better 
and more secure basis for managing their trade and economic 
relationship. Even before Canada became a nation, the United States 
and Britain sought to ensure that the 49th parallel did not become an 
unnecessary and artificial barrier to commerce between Canadians and 
Americans. The first free-trade Agreement was signed in 1854. 
Unfortunately, it did not survive the hostilities created between the 
United States and Britain during the American Civil War and was 
abrogated by the United States in 1866. There followed various 
efforts in the 1870s, 1880s and 1890s to return to the free trade 
conditions established by the 1854 treaty. Each foundered because 
either one government or the other was not ready to enter into an 
agreement. 


In 1911, the Liberal government of Sir Wilfrid Laurier 
concluded a comprehensive agreement. It too, however, proved 
premature. Business people in both countries were lukewarm and, 
following the defeat of the Laurier government later that year, the 
accord became a dead letter. In the following two decades, the two 
countries learned to their regret what could happen without free trade. 
Passion and protectionism ruled supreme and the two nations built 
ever higher barriers to commerce between them. 


The spiral of ever-increasing protectionism was finally broken in 
1935 when the two countries negotiated a modest but historic most- 
favoured-nation agreement between them. It was one of a series of 
agreements concluded under the U.S. Reciprocal Trade Agreements 
Program, the Roosevelt Administration's answer to the infamous 
Smoot-Hawley Tariff Act of 1930, which had raised barriers to their 
highest level ever. 


The 1935 accord marked the beginning of a bipartisan effort in 
Canada to expand trading opportunities for Canadian entrepreneurs. 
Started by the Conservative government of R.B. Bennett, it was 
concluded by the Liberals under Mackenzie King. Three years later, 
the Agreement was enlarged and improved. It confirmed the 
commitment of both governments to more liberal trading conditions, a 
commitment they pursued throughout the next 50 years. 


At the conclusion of the Second World War, Canada and the 
United States co-operated in an ambitious effort to translate the gains 
made under the Reciprocal Trade Agreements Program into a general 
exchange of benefits among all participating countries. Originally 
confined to 23 countries, the General Agreement on Tariffs and 
Trade, signed at Geneva in October, 1947, became the foundation for 
the largest expansion of world trade in history. The GATT now boasts 
95 members, with a further 30 countries applying its rules on a de 
facto basis. 


Throughout the seven rounds of GATT negotiations held between 
1947 and 1979, Canada and the United States gradually lowered 
barriers between them and established better and more certain rules to 
govern trade. Concurrently, they also explored whether a basis 
existed for an even better regime. As early as 1947, a comprehensive 
free-trade agreement was being negotiated between the two countries. 
Before the pact could be ratified, however, Prime Minister Mackenzie 
King concluded that the country was not ready for such an agreement 
and satisfied himself that the GATT would serve for the time being. 
Prime Minister Louis St. Laurent came to a similar conclusion in 1953 
when President Eisenhower suggested that the two countries go 
further. 


Bilateral accords, however, were pursued in the defence sector, 
building on the experience gained in the allied war effort. The 
Defence Production Sharing Arrangements, based on the 1941 Hyde 
Park Agreement between President Roosevelt and Prime Minister 
Mackenzie King, ensured virtual free trade in defence material and 
equipment. These arrangements provided Canadian industry with the 
opportunity to participate in North American defence efforts. In 
1965, the two governments concluded the Auto Pact, providing for 
duty-free trade in cars, trucks and parts. That accord allowed the 
Canadian industry to rationalize and prosper. Today, the Canadian 
automotive industry is the mainstay of the Ontario economy, 
employing some 132,600 Canadians. It exports some 60% of its 
production, many fold what it exported 20 years ago. 


Early in this decade, however, Canadians began to question 
whether enough was being done to enhance and secure access to our 
principal market. They looked south with wary eyes as one 
congressional bill after another threatened their access and as action 
after action closed or narrowed their export opportunities. In 1983, 


the government of Prime Minister Trudeau concluded that something 
more than reliance on GATT was required and initiated efforts to 
conclude more bilateral accords modelled on the Auto Pact. The U.S. 
government welcomed the initiative and officials on both sides of the 
border tackled the challenge of identifying the night sectors. A year 
later, the two governments concluded that, while the goal was right, 
the chosen method was not. Finding the right sectoral fits was proving 
too difficult. Other means had to be found. 


A New Beginning 


On September 4, 1984, Canadians chose the Progressive 
Conservative Party of Brian Mulroney to form a new government. 
They gave him the largest electoral mandate in Canadian history. 
From the outset, the new Prime Minister established that good 
relations with the United States would be key to his political and 
economic program. Within 10 days of being sworn in, the new Prime 
Minister visited Washington and established a personal relationship 
with President Reagan. 


March 17-18, 1985, in Quebec City marked the first bilateral 
summit between the two leaders and the beginning of a co-operative 
effort to conclude a new trade agreement. The President and the 
Prime Minister agreed that they "would give the highest priority to 
finding mutually acceptable means to reduce and eliminate existing 
barriers to trade in order to secure and facilitate trade and investment 
flows." They charged their trade ministers to explore all possible 
ways to reduce and eliminate existing barriers to trade. 


Six months later, the two leaders exchanged letters pledging their 
two governments to an effort to negotiate "a new trade Agreement 
involving the broadest possible package of mutually beneficial 
reductions in barriers to trade in goods and services." That effort 
culminated in the historic accord signed on October 3, 1987. U.S. 
Treasury Secretary James Baker, Trade Representative Clayton 
Yeutter and Deputy Treasury Secretary Peter McPherson, working 
closely with Ambassador Peter Murphy on the American side, and 
Finance Minister Michael Wilson, International Trade Minister Pat 
Carney, the Prime Minister's Chief of Staff, Derek Burney, and Trade 
Ambassador Simon Reisman for Canada, agreed on the elements of a 
new bilateral trade agreement. 


The Agreed Elements 


The elements agreed build on the past and set the stage for a new 
beginning. The Agreement builds on the provision of the General 
Agreement on Tariffs and Trade (GATT) allowing two or more 
countries to negotiate a free-trade area agreement. The elements 
agreed, however, go beyond the scope of the GATT. The accord 
recognizes that a free-trade Agreement today must cover not only 
tariffs and other restrictive regulations of commerce applied at the 
border, as required by GATT Article XXIV, but must also address the 
types of trade and economic issues that have become increasingly 
important in the last few decades. 


As a result of seven rounds of GATT negotiations, many barriers 
to trade have already been lowered. But lowering tariffs and 
eliminating quotas have exposed other means of discrimination which 
can impede secure access to foreign markets. The accord reached on 
October 3, 1987 thus tackles a range of new issues, such as internal 
regulatory measures, investment rules, the regulation of services and 
the movement of people for business purposes. Additionally, the 
accord provides the basis for resolving a number of longstanding 
disputes between the two countries in an amicable and mutually 
beneficial way. 


Scope and Coverage 


The Agreement will provide a regime which will ensure that 
"Canadians and Americans alike can plan, invest, grow and 
compete more effectively with one another and in the global 
market." The wide scope of the Agreement is indicated from 
the outset in the agreed objectives. The Agreement will: 


¢ eliminate barriers to trade in goods and services between the 
two countries; 


¢ facilitate conditions of fair competition within the free-trade 
area; 


- significantly expand liberalization of conditions for cross- 
border investment; 


¢ establish effective procedures for the joint administration of the 
Agreement and the resolution of disputes; and 


¢ lay the foundation for further bilateral and multilateral co- 
operation to expand and enhance the benefits of the Agreement. 


For the first time ever, it will specifically involve federal, state, 
and provincial measures. While the two federal governments will be 
the parties to the Agreement, the important role of the states and 
provinces is recognized and a number of key provisions will require 
their cooperation, such as the implementation of the commitments on 
wines and spirits. | 


An Open Border 


Key to any free-trade Agreemen*, and required by the provisions 
of GATT, is the elimination of "duties and other restrictive regulations 
to commerce with respect to substantially all the trade" between the 
parties. The new Canada-United States Agreement will achieve this 
requirement over a period of 10 years starting January 1, 1989. The 
barriers which will be removed include the tariff, tariff-related 
programs, quantitative restrictions and other measures applied at the 
border. 


Tariffs and Rules of Origins 


The tariff has been an important but waning import policy 
instrument in Canada for many decades. Some 70% of Canada-United 
States trade now moves free of duty. Nevertheless, high U.S. tariffs -- 
15% and more on petrochemicals, rolling stock, clothing and many 
other products -- continue to raise barriers to the U.S. market and 
prevent Canadian firms from achieving the economies of scale on 
which increased competitiveness and employment in Canadian 
industry depends. Additionally, the existence of Canadian tariffs on 
imports from the United States is often costly to Canadian consumers 
and producers. 


The United States and Canada have now agreed to eliminate 
remaining tariffs. The cuts, however, will be phased in over a period 
of 10 years in order to allow companies to adjust to the new 
competitive circumstances. All tariffs will be eliminated by January 1, 
1998 on the basis of three formulas: 
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¢ for those sectors ready to compete now, tariffs will be 


eliminated on the Agreement entering into force on January 1, 
1989; 


¢ for other sectors, tariffs will be eliminated in five equal steps, 
starting on January 1, 1989; and 


¢ all other tariffs will be eliminated in 10 steps, most starting on 
January 1, 1989. 


The combined effect of eliminating both Canadian and U.S. tariffs 
will be to allow Canada's manufacturing industry to rationalize and 
modernize and become more competitive. More competitive Canadian 
companies will be able to increase their penetration of the U.S. market 
and of world markets in general. The result should be more and better 
jobs for Canadians. ; 


Both countries will leave intact their MFN tariffs vis-a-vis third- 
country suppliers. Both governments are participating in the Uruguay 
Round of multilateral trade negotiations which could result in 
reductions or elimination of many MFN rates. These reductions 
would, of course, form part of a larger package which would involve 
improved market access to the European Community, Japan and other 
developed, as well as developing, countries. Reductions on an MFN 
basis would thus be addressed on their own merits and wholly 
separately from considerations influencing the bilateral negotiations. 


Goods which originate in Canada or the United States will qualify 
for the new tariff treatment. For goods incorporating offshore raw 
materials or components, it has been agreed that goods qualify for 
treatment as either of U.S. or Canadian origin if they have been 
sufficiently changed either in Canada or the United States to be 
classified differently from the raw materials or components from 
which they are made. The governments will use the tariff 
classification of the Harmonized System now being implemented by 
both governments. In certain cases, goods will need to incur a certain 
percentage of manufacturing cost in the country of origin. These rules 
will ensure that only Canadian and U.S. producers will benefit from 
the terms of the Agreement. 


Customs Matters 


In addition to eliminating tariffs, the two governments have 
agreed to eliminate or regulate related programs which influence the 
flow of trade. Specifically, they have agreed that: 


¢ duty drawbacks and similar programs on goods imported from 
other countries, including through U.S. foreign trade zones, 
will be eliminated for bilateral trade after January 1, 1994; 


¢ no new duty waivers tied to specific performance requirements 
will be introduced and all existing duty waivers will be 
eliminated by January 1, 1998; and 


« customs user fees will be phased out on bilateral trade by 
January 1, 1993. 


The gradual elimination of these programs will ensure that by 
the end of the transition period, when all tariffs will have been 
eliminated, Canadian and U.S. companies will enjoy generally the 
same regime for bilateral trade. Both governments, however, will 
retain their separate regimes for trade with third countries. 


Quantitative Restrictions 


The two governments have also agreed to eliminate a number of 
existing quantitative restrictions. They will maintain the basic rules of 
GATT to regulate these restrictions on imports or exports. Existing 
quantitative restrictions will be eliminated, either immediately or 
according to a timetable, or grandfathered. Among those to be 
eliminated will be the Canadian embargoes on used automobiles and 
aircraft and the U.S. embargo on lottery materials. Canada will retain 
its right to control log exports while the United States will retain 
marine transportation restrictions under the Jones Act. 


Government Procurement 


A major area of Canadian interest in the negotiations was the 
elimination of preferences and other devices used by governments to 
give domestic suppliers an edge in competing for government 
business. The two governments have now agreed on a three-staged 
approach to opening up their procurement markets. Over time, this 


should result in most government purchasing being opened to 
competition to suppliers on both sides of the border. They have 
agreed: 


¢ to build on and improve the GATT Procurement Code for 
bilateral trade; 


¢ to work together to increase the coverage and procedures of the 
GATT Code in the Uruguay Round of Multilateral Trade 
Negotiations; and 


* to negotiate further improvements in the bilateral Agreement 
once multilateral negotiations are concluded. Opening the U.S. 
procurement market further will constitute an important gain in 
new market access for Canadian producers and will stimulate 
investment and rationalization to achieve economies of scale and 
specialization. 


The GATT Government Procurement Code allows suppliers of 
signatory countries to compete for purchases by specified government 
entities but applies only to purchases above a threshold. Canada and 
the United States have now agreed to increase the amount of 
procurement open for competition by lowering the threshold and to 
improve government purchasing procedures. Buy-national 
restrictions will be eliminated for procurements between U.S.$25,000 
(CDN$33,000) and the Code threshold of U.S.$171,000 (CDN$ 
238,000), for purchases by Code-covered entities of covered goods. 


For purchases within North America, the two governments have 
agreed to improve upon the procedures of the GATT Code. For 
example, jointly agreed principles governing bid challenge procedures 
will ensure equitable and effective treatment for potential suppliers. 
An impartial reviewing authority will investigate situations where 
suppliers believe they have been unfairly treated and will ensure a 
timely decision. The reviewing authority will also be able to 
recommend changes in procurement procedures in accordance with 
the Agreement. The governments also agreed upon a common tule of 
origin and improved transparency measures, particularly for those 
procurements which are tendered by a single firm. 


For the United States, 11 out of 13 government departments are 
covered by the GATT Code, with the only exceptions being the 
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Departments of Energy and Transport. A total of 40 governmental 
agencies and commissions, as well as NASA and the General Services 
Administration (the common government purchasing agency) are 
included. Department of Defense purchases are covered within certain 
defined product categories such as vehicles, engines, industrial 
equipment and components, computer software and equipment, and 
commercial supplies. 


For Canada, 22 government departments and 10 agencies are 
covered. Department of National Defence purchases of certain 
defined products, mainly non-military, are also covered. The 
Departments of Transport, Communications, and Fisheries and Oceans 
are not included. 


When the Agreement is implemented, Canadian suppliers wiil 
gain access to at least U.S. $3 billion (CDN $4 billion) more in U.S. 
contracts while U.S. suppliers will gain access to approximately U.S. 
$500 million (CDN $650 million) of additional business in Canada. 


Canadians have proven themselves competitive suppliers of many 
commercial and industrial products. These include road vehicles, 
scientific apparatus, aircraft equipment, mineral products, industrial 
machinery, plastic, rubber and leather products, electrical machinery, 
chemical products, power generation machinery, and heating and 
lighting equipment. The potential for increased sales by Canadian 
suppliers should thus be distributed widely across all regions of 
Canada. 


Canada's access to U.S. defence procurement of military goods 
under the Defence Production Sharing Arrangements will not be 
affected by the new Agreement. 


More Secure Access 


In negotiating a better and more balanced framework for the 
conduct of trade between Canada and the United States, Canada sought 
to increase predictability and security for Canadian exporters to the 
United States. Without this predictability, Canadian companies cannot 
be sufficiently confident to take advantage of other provisions of the 
Agreement, such as the elimination of tariffs or improved access to 
government procurement. 
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A serious threat to predictability and security of access is the ease 
with which U.S. firms have availed themselves of trade remedies to 
prevent foreign competition in their domestic market. In recent years, 
actions taken under U.S. trade remedy laws against Canadian exports 
have had a detrimental impact on investment and employment in 
Canada, and have become a major irritant in Canada-U:S. relations. 
Measures covered under this umbrella in both Canada and the United 
States include anti-dumping and countervailing duties designed to 
respond to injurious dumping and subsidization, and "safeguard" 
actions against "fairly" traded but injurious imports. 


The Free Trade Agreement will include provisions to prevent 
abuse of the system, thus allowing Canadian exporters to compete in 
the U.S. market on a more secure, predictable and equitable footing. 
More importantly, the two governments have agreed to negotiate a 
new and better regime to deal with problems of dumping and 
subsidization, thus eliminating the exposure of Canadian firms to the 
present U.S. system. 


Trade Remedies and Dispute Settlement 


The two governments have agreed to a unique dispute settlement 
mechanism that guarantees the impartial application of their respective 
anti-dumping and countervailing duty laws and other aspects of trade 
remedy law. Either government may seek a review of an anti-dumping 
or countervailing duty determination by a bilateral panel with binding 
powers. This will mean that producers in both countries will continue 
to have the right to seek redress from dumped or subsidized imports, 
but any relief granted will be subject to challenge and review by a 
binational panel which will have the right to determine whether the 
existng laws were applied correctly and fairly. Canadian producers 
who have in the past complained that political pressures in the United 
States have disposed U.S. officials to side with complainants will now 
be able to appeal to a bilateral tribunal. Findings by that tribunal will 
be binding on both governments. 


To ensure that any changes to existing law do not undermine the 
objectives of the new Agreement, the two governments have agreed 
that changes in existing anti-dumping and countervailing duty 
legislation apply to each other only following consultation and if 
specifically provided for in the new legislation. Moreover, either 
government may ask a bilateral panel to review such changes in light 
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of the object and purpose of the Agreement and their rights and 
obligations under the GATT Anti-dumping and Subsidies Codes. 
Should a panel recommend modifications, the parties will consult to 
agree on such modifications. Failure to reach agreement gives the 
other party the right to take comparable legislative or equivalent 
executive action or terminate the Agreement. 


Concurrently, the two governments will work towards 
establishing a new regime to address problems of dumping and 
subsidization to come into effect no later than at the end of the seventh 
year. During the course of the current negotiations, the two sides 
recognized that developing a new regime was a complex task and 
would require more time as well as the confidence in each other that 
would develop as a result of the new Agreement. The goal of any new 
regime, however, will be to obviate the need for border remedies, as 
are now sanctioned by the GATT Codes, by developing new rules on 
subsidy practices and relying on domestic competition law. 


The combined effect of bilateral review of existing law and the 
development of a new set of rules will be to ensure that by the time all 
tariffs are removed and other aspects of the Agreement phased in, 
Canadian firms will have not only more open access, but also more 
secure and more predictable access. At the same time, Canada's 
capacity to pursue regional development and social welfare programs 
remains unimpaired. Indeed, they have been strengthened. Any U.S. 
attempts to countervail such programs will be tempered by the 
knowledge that any decisions will be subject to bilateral review. 


Emergency Measures 


The two governments have also agreed to more stringent 
standards for the application of emergency safeguards (quotas or 
surcharges on imports causing serious injury) to bilateral trade. 
Except where the other Party is contributing importantly to the injury, 
they agree to exempt each other from safeguard measures. This will 
mean that Canadian companies will no longer need to fear being 
sideswiped by an emergency action aimed at other suppliers, such as 
has happened in the case of specialty steel. Should either government 
take global emergency action, however, companies in the other 
country will not be allowed to rush in and take advantage of the 
situation. Any surge in exports in those circumstances will lead to 
their inclusion in the global action. Should the other Party be included 
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in a global action, its exports will be protected against reductions 
below the trend line of previous bilateral trade. Any emergency 
measures applied between the two countries will be subject to 
compensation. 


For the transition period only, the two countries agreed that 
either may respond to serious injury resulting from the reduction of 
barriers under the Agreement with the temporary suspension of the 
duty reductions or a return to the MFN tariff level. Any such action 
will also be subject to compensation. 


While the Agreement will not affect the current 35% tariff on 
shakes and shingles, it is understood that the action will lapse and the 
tariff bound at free for imports from Canada. Under the rules of the 
Agreement, similar punitive action would no longer be possible. 


Technical Standards 


The two governments have also agreed to build on the GATT 
Standards Code to avoid the abuse of technical regulations as a 
disguised barrier to trade. They will make further efforts to make 
federal standards more compatible and encourage making them more 
compatible at the state and provincial and private level. They have also 
agreed on a process to resolve a longstanding dispute governing 
Canadian plywood standards. 


Institutional Provisions and Dispute Settlement for Matters other 
than Trade Remedies 


To ensure that the Agreement is effectively implemented and 
enforced, the two governments have agreed to the establishment of a 
Bilateral Commission at the ministerial level as well as binational panel 
procedures at the instance of either Party to make recommendations 
for the settlement of disputes regarding the interpretation and 
application of the Agreement. By mutual agreement, they may also 
refer such disputes to binding arbitration. The Agreement provides 
for: 

* mandatory notification of any measure; 


¢ mandatory provision of information to the other Party on any 
measure, whether or not it has been notified; 


¢ consultations at the request of either Party concerning any 
measure or any other matter which affects the operation of the 
Agreement, with a view to arriving at a mutually satisfactory 
resolution; 


e referral to the Canada-United States Trade Commission, should 
resolution through consultations fail; and 


¢ use of dispute settlement procedures should the Commission fail 
to arrive at a mutually satisfactory resolution. Procedures are: 
° compulsory arbitration, binding on both Parties, for disputes 
arising from the interpretation and application of the 
safeguards provision; 


mutually agreed arbitration, binding on both Parties, in all 
other disputes; and 


panel recommendations to the Commission, which, in turn, is 
mandated to agree on a resolution of the dispute. 


These provisions are in addition to the special dispute settlement 
mechanism established to deal with anti-dumping and countervailing 
duty issues. 


The Commission is composed of representatives of both Parties. 
The principal representative of each Party is the ministerial rank 
official responsible for international trade matters, or his or her 
designee. Each Party chairs the Commission in alternate years. 
Regular Commission meetings are held once a year, alternating 
between the two countries. 


Arbitrators are selected by the Commission on such terms and in 
accordance with such procedures as are adopted by the Commission. 
Panels are composed of five members: two Canadians, two Americans, 
and a fifth member of any nationality. Panelists are normally chosen 
from a roster developed by the Commission. Each Party chooses its 
national members, while the Commission chooses the fifth member. If 
the Commission is unable to agree on a choice, the other four members 
choose; should that fail, the fifth member is selected by lot. 
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Panels are allowed to establish their own rules of procedure, 
unless the Commission decides otherwise. There must be a right for at 
least one hearing before the panel, and the opportunity to provide 
written submissions and rebuttal arguments. Panel proceedings are 
confidential. All consultations and panel proceedings are subject to 
time limits, in order to ensure prompt resolution of disputes. 


In the case of arbitral awards, the aggrieved Party has the right 
to suspend the application of equivalent benefits under the Agreement 
to the non-complying Party. In cases where the Commission does not 
reach agreement after receiving a Panel recommendation, and the 
dispute involves a measure that the aggrieved Party believes impairs its 
fundamental rights under the Agreement, it can suspend the 
application of equivalent benefits until the issue is resolved. 


The combined effect of the institutional provisions and the three 
forms of dispute settlement (binding settlement of disputes over trade 
remedies, mutually agreed binding arbitration, and recommendatory 
panel procedures), will reduce the disparities in power between the 
United States and Canada and provide for fair and effective solutions 
to difficult problems. Canadians will know what the rules are and can 
be confident that they will have a voice in how they will be applied. 


Protection for Sensitive Sectors 


While the goal of any free trade agreement is to provide for the 
freest possible flow of trade in goods and services, both governments 
recognized that for some sensitive sectors, special rules were required 
to ensure a smooth transition to more open trading conditions, to take 
account of existing bilateral arrangements or to recognize other 
special circumstances. 


Trade in Agricultural Goods 


Canadian farmers exported almost $4 billion in agricultural 
products to the United States and sought conditions which would make 
their access to the U.S. market both more open and more secure. At 
the same time, they did not want to impair either existing marketing 
systems for dairy and poultry products or the right to implement new 
supply management programs and import controls in accordance with 
our international obligations. 


The government thus had three objectives in the agricultural 


area: to improve access for farm products; to make that access more 
secure; and to preserve Canada's agricultural policy instruments. The 
Agreement reached on October 3 meets all three objectives. Nothing 
in the Agreement will in any way affect the right of the federal 
government and the provinces to introduce and maintain programs to 
protect and stabilize farm incomes. As well, the two governments 
agreed to a package of trade liberalizing measures for trade in 
agriculture including: 


the phased elimination of all tariffs over a period of 10 years 
(but allowing Canada to restore temporarily tariffs on fresh 
fruits and vegetables for a 20-year period under depressed price 
conditions in order to give Canada’s horticultural industry an 
opportunity to adjust to more open trading conditions); 


exempting each other from restrictions under their respective 
meat import laws, thus ensuring free trade in beef and veal. 
Canadian cattle and beef producers have in the past found their 
exports blocked as the U.S. triggered its meat import 
restrictions; 


prohibition of export subsidies on bilateral trade. This marks 
the first time that any governments have agreed to prohibitions 
on export subsidies in the agricultural sector and marks an 
important signal to others around the world; 


an exemption for Canada from any future quantitative import 
restrictions on products containing 10% or less sweetener and 
on grains and grain products. The U.S. enjoys a waiver under 
the GATT to impose restrictions if imports are interfering with 
U.S. price support programs; 


conditional elimination of Canadian import licenses for wheat, 
barley and oats and their products. As long as U.S. price 
support programs maintain prices at the same level as Canadian 
prices, there will be no restrictions on grain imports. Should 
U.S. price support programs depress the U.S. export price, 
Canada can re-impose restrictions; 


16 


elimination of Canadian Western Grain Transportation rail 
subsidies on exports to the United States shipped through the 
port of Vancouver; 


Canada has agreed that the global quotas on poultry and eggs! 
will reflect actual levels enjoyed by U.S. exporters over the past 
five years. Supplementary quotas have usually provided U.S. 
producers with more exports than are provided by the global 
quotas; 


a reduction in regulatory barriers resulting from technical 
standards. Technical regulations, the kind which in the past 
have frustrated the export of Canadian pork products, can no 
longer be abused as a means to keep out Canadian goods. Over 
the next few years, both countries will seek to harmonize such 
technical regulations. As part of this Agreement, the U.S. will 
maintain an "open border policy" for meat inspection which will 
now be limited to occasional spot checks to ensure compliance 
with inspection requirements. 


Finally, the two governments agreed that some of the most 
pressing problems in the agricultural area go beyond Canada and the 
United States and will need the co-operation of all countries. For 
example, the stiff competition for grain export markets leading to 
ruinous export subsidies cannot be resolved solely on a bilateral basis. 
The two governments have, therefore, agreed to consult more closely 
with each other; to take account of each other's export interests when 
using export subsidies on sales to third markets; and to work together 
in the GATT to further improve and enhance trade in agriculture. 


Canada's farmers will make real gains from the Agreement. By 
the end of the next decade, those agricultural and food products such as 


the poultry import quota, from 6.3% to 7.5% of domestic production for 


poultry; 


the turkey import quota, from 2% to 3.5% of domestic production for 


turkeys; 


the shell egg import quota, from 0.675% to 1.647% of domestic shell egg 


production; 


the liquid, frozen and further processed egg import quota, from 0.415% to 


0.174% of domestic shell egg production; 


the powdered egg import quota from 0.615% to 0.627% of domestic shell 


egg production; 
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meat and livestock, grains and oilseeds, and potatoes, which we 
produce in abundance and which form the heart of our farm exports, 
will be able to compete on an equal footing in the huge American 
market without the burden of tariffs and other barriers at the border. 
At the same time, their income stabilization and price support 
programs remain unimpaired by the Agreement. 


Wine and Distilled Spirits 


The two governments have agreed to reduce barriers to trade in 
wine and distilled spirits. The U.S. has long sought to change 
provincial liquor board marketing practices by ending discriminatory 
distribution, listing and markup policies. Canada has now agreed that, 
at the end of a seven-year phase-in period, U.S. wines will be listed and 
priced solely on the basis of commercial considerations. The new 
regime will be implemented immediately on spirits. Canadians will, as 
a result, enjoy greater access to a wide variety of California wines at 
competitive prices. The brewing industry is not covered in the 
Agreement. 


The Fisheries 


Fishermen on both coasts will achieve, within five years, tariff- 
free access to the U.S. market for virtually all fish products. This will 
provide the opportunities for fish processors to further process their 
harvest. The abuse of technical standards, an increasing handicap to 
Canadian fish exporters, has been curtailed and over time harmonized 
rules will be developed. The binational panels, established as part of 
the dispute settlement mechanism for trade remedies, will introduce 
for the first time, accountability in a process that has often been unfair 
and unilateral. 


Trade in Energy 


Over the past decade, bilateral trade in energy has assumed 
increasing importance to Canadians. In 1985, Canada exported close 
to $15 billion in energy products, including oil, gas, electricity and 
uranium. Billions more are exported in the form of downstream 
products such as various oil and gas derivatives. That trade provides a 
livelihood for thousands of Canadians. Some of these exports, 
however, were limited or threatened by U.S. restrictions and 
regulatory actions, including restrictions on exports of upgraded 


18 


Canadian uranium, discriminatory price controls on natural gas, 
import fees on crude oil, and threatened restrictions on electricity. 


The Agreement reached on October 3 will better secure Canada's 
access to the United States market. Both sides have agreed to prohibit 
most discriminatory restrictions in whatever form on exports and 
imports. More particularly, the United States has agreed to eliminate 
all U.S. restrictions on the enrichment of Canadian uranium and to 
allow existing or future incentives for oil and gas exploration aimed at 
ensuring a more secure future reserve of energy. The United States 
has also agreed to end its total embargo on exports of Alaskan crude oil 
and allow Canadians to import up to 50,000 barrels a day. 


The two countries have recognized that they have a common 
interest in ensuring access to each other's market and enhancing their 
mutual security of supply. They have, therefore, built on their 
existing GATT obligations and agreed that, as each other's best 
customers, they should get fair treatment should there be any controls 
on energy commodities. Both remain free to determine whether and 
when to allow exports and may continue to monitor and license 
exports. Should either government consider it necessary to place 
controls on such exports in order to preserve essential supply for 
domestic consumption, they will continue to allow exports to the other 
in proportion to previous export and domestic consumption patterns. 


Automotive Trade 


The automotive industry is the linchpin of Canadian 
manufacturing and the trade flow between Canada and the U.S. in 
autos is enormous. Autoworkers on both sides of the border have been 
beneficiaries of what has been our most important bilateral free trade 
deal to date -- the Auto Pact. Throughout the negotiations, the 
Canadian people indicated that they liked the Auto Pact and wanted to 
continue to enjoy its benefits, but they were not averse to new and 
better rules to govern trade in automotive products. The Agreement 
reached on October 3 responds to these concerns. 


Much has been made of the safeguards in the Auto Pact requiring 
the companies to assemble as many cars in Canada as they sell. Tf this 
minimum requirement is not met, the Pact provides for the application 
of the regular tariff (now 9.2%). Additionally, the Big Three auto 
companies undertook to increase Canadian-value added in their 
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production by 60% of the increase in the value of their sales (the "CVA 
safeguard"). These conditions were established 22 years ago. At that 
time, the Canadian auto industry was inefficient, producing a great 
number of models in short production runs for the small Canadian 
market. The industry benefitted from a 17.5% tariff. Canadian 
consumers paid significantly more for their cars than did their U.S. 
neighbours and had fewer models from which to choose. 


Since then, costs have fallen and efficiency has improved. 
Canadian consumers now pay lower prices than their neighbours and a 
wide range of models are available. Both the companies and the 
workers have prospered. Employment has nearly doubled. 


Investment has increased far beyond the minimums attached to 
the Auto Pact and the Big Three continue to invest in this country. 
General Motors, for example, has invested $7 billion in Canada since 
1980, while Ford has invested $2 billion over the last decade and 
Chrysler Corporation/AMC has also made substantial investments. 
With the brief exception of Chrysler Corporation during its troubles 
in the 1981 recession, the Big Three have exceeded the minimums in the 
Auto Pact in every year since 1968. Cost advantage and secure access 
to the U.S. market are what have made Oshawa and Oakville into 
thriving auto centers. 


The Government's position with regard to automotive trade in the 
negotiations with the U.S. was clear, consistent and reasonable. As 
required by GATT Article XXIV, all tariffs between Canada and the 
U.S. will be phased out over 10 years. This includes the auto tariff. 
But the tariff between Canada and the U.S. was never an issue of 
substance. It has not been collected for over 20 years. At the same 
time, the most-favoured-nation tariff against third countries remains 
in place. It cushions the impact of offshore competition and provides 
an incentive for further investment. Today, a substantial and 
increasing portion of North American automotive trade takes place 
outside the Auto Pact. 


That is the real issue: the participation of offshore auto makers in 
the North American market. When Canada and the United States 
entered into the Auto Pact in 1965, most North Americans bought cars 
made on this continent. Today, about a third of the cars sold in Canada 
are made overseas. Even the Big Three sell cars made offshore. The 
negotiations, therefore, needed to address imports from third 
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countries, duty remission programs, foreign trade zones, subsidies and 
potential overcapacity. 


The problems of overcapacity and the challenge of new producers 
are caused by forces that were not contemplated 22 years ago and that 
the Auto Pact was not designed to address. The Auto Pact is not 
responsible for the tensions between Canada and the U.S. on 
automotive trade. Rather, the tensions come largely from our 
respective actions in trying to attract offshore investment. These 
automotive trade issues needed to be discussed. 


On October 3, the two governments agreed to leave the Auto Pact 
intact. In order to provide for improved conditions of trade in 
automotive products, however, they agreed to a number of provisions 
germane to the auto industry. They agreed to eliminate all tariffs on 
automotive products within 10 years. This will mean that offshore 
producers who have invested in Canada and the United States will be 
able to rationalize their production patterns and source parts from all 
over North America. Canadian parts manufacturers will thus enjoy 
greater access to the U.S. market. 


They further agreed that all vehicles traded under the Free Trade 
Agreement will be subject to a special rule of origin. Under the Auto 
Pact, qualified producers, as long as they maintain their minimum 
production levels, can import vehicles and parts duty-free into Canada 
from anywhere in the world. Fifty percent of the direct production 
costs of any vehicle traded under the Free Trade Agreement, however, 
will have to be incurred in Canada or the United States to qualify for 
duty-free treatment. Under the current rule governing exports to the 
U.S. under the Auto Pact, overhead and other indirect costs are 
included in the requirement that 50% of the invoice price be incurred 
in Canada or the U.S. The new rule is the equivalent of a 70% content 
requirement on the old basis. To meet this test, assemblers will have to 
source more parts in North America, giving Canadian parts 
manufacturers increased opportunities. 


Finally, they agreed to limit the duty-free entry privileges of the 
Auto Pact to the current participants. The Big Three will, therefore, 
be able to continue to benefit from their privileges under the Auto Pact 
to bring in vehicles and parts duty-free from all over the world as long 
as they continue to meet the Auto Pact production safeguards. They 
currently save $300 million annually from this provision. 
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The United States has long complained that Canadian duty 
remission programs, tied to exports to the United States, constituted an 
unfair subsidy and potentially subject to U.S. countervailing duties. 
Canada has now agreed to eliminate these programs immediately. The 
Canadian government will continue to honour its commitments to 
provide duty remissions to companies with new production facilities in 
Canada to encourage them to source parts in Canada. The elimination 
of the duty and the rule of origin provision, however, will provide 
additional incentive for offshore producers to locate in Canada to take 
advantage of the Free Trade Agreement. 


The two governments also agreed that some of the challenges 
facing the North American auto industry were more than a matter of 
negotiating a Free Trade Agreement. They have, therefore, agreed to 
establish a blue-ribbon panel to advise the two governments on 
automotive issues. 


Cultural Industries 


From the beginning of the negotiations, Canadians 
expressed concern that an agreement would erode the 
government's capacity to encourage and help Canada's cultural 
industries (film and video, music and sound recording, 
publishing, cable transmission and broadcasting) and thus to 
contribute to the development of Canada's unique cultural 
identity. As far as the government was concerned, Canada's 
cultural identity was never at issue in the negotiations. As the 
Prime Minister said at the outset: 


" Our political sovereignty, our system of social programs, our 
commitment to fight regional disparities, our unique cultural identity, 
our special linguistic character -- these are of the essence of Canada. 
They are not at issue in these negotiations. They will be stronger in a 
Canada made more confident and prosperous from a secure and 
dynamic trade relationship with our biggest customer and with all the 
world." 


The Government delivered on this promise. Canada’s unique 
cultural identity remains untouched by the Agreement. Any new 
measures that the Government decides to take to buttress these 
industries are allowed under the Agreement. Canadian producers of 
broadcast material retransmitted by cable retain their copyright 
protection. The Canadian printing industry is internationally 
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competitive and it now has increased ability to sell in the U.S. market. 
For Canada's publishing industry, this will enhance it's choice of 
printing firms on both sides of the border. 


Breaking New Ground 


The heart of the Agreement is the provisions that deal with trade 
in goods. These provisions build on the experience of the past and 
cover the bulk of Canada-U.S. trade. In addition, the two governments 
covered a number of other issues, particularly trade in services and 
investment. While there will not be a chapter in the Agreement to 
address intellectual property issues, the two governments also agreed 
to work closely together in the Uruguay Round of Multilateral Trade 
Negotiations to develop better global rules to protect intellectual 
property rights. 


Trade in Services 


The Agreement will provide, for the first time, a set of disciplines 
covering a large number of service sectors. The two governments in 
future will extend the principles of national treatment, right of 
commercial presence and right of establishment to each other's 
providers of services. Additional sectoral annexes will clarify this 
general obligation with respect to transportation, enhanced 
telecommunications and computer services, tourism and architecture. 


Trade in services represents the frontier of international 
commercial policy in the 1980s. It is a growing area of strength for 
advanced industrialized countries whose economies are becoming 
increasingly dependent on the wealth generated by service 
transactions. While international trade in services does not take place 
in a vacuum without rules and regulations, it does lack a general 
framework of rules incorporating principles of general application. 
While there are detailed bilateral and multilateral conventions and 
agreements covering international aviation, for example, the 
principles of non-discrimination embodied in the GATT do not apply 
to service transactions. 


Canada is a net importer of services, mainly due to payments in 
royalties, patents and trademarks ($975 million in 1984), management 
and administrative services ($872 million), as well as freight and 
shipping services ($645 million). But service industries still account 
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for about 15% of total exports ($14 billion in 1984), particularly in 
areas such as consulting engineering, management consulting services, 
telecommunications, computer services and insurance. 


The issue, however, is more than a matter of opening up service 
markets. It is no longer possible to talk about freer trade in goods 
without talking about freer trade in services because trade in services 
is increasingly mingled with the production and trade of goods. 
Companies today rely on advanced communications systems to co-or- 
dinate planning, production, and distribution of products. Computer 
software helps to design new products and to run the robots that 
produce them. Some firms engage in-house lawyers, accountants, and 
engineers, some have ‘captive’ subsidiaries to handle their insurance 
and finance needs. In other words, services are both inputs for the 
production of manufactured goods (from engineering design to data 
processing) and necessary complements in organizing trade (from 
financing and insuring the transaction to providing after-sales 
maintenance, especially critical for large capital goods). 


The basic economic efficiency and competitiveness gains expected 
from the removal of barriers to trade in goods between Canada and the 
United States also apply to the service sectors. To achieve the same 
economic gains in services it was necessary to focus the negotiations on 
the nature of regulations that constitute trade barriers. In some cases, 
the focus was the right of establishment where such a right is an 
economic pre-condition to supplying the service, e.g., travel agencies. 
In other cases, the opportunities to foreigners to meet the professional 
standards imposed by countries as a condition to offering the service, 
e.g., consulting engineering, was the focus. 


The new, general rules adopted for trade in services are a trail 
blazing effort and could lay the foundation for further work 
multilaterally. However, because it is pioneering, the two 
governments decided to proceed cautiously. From the outset, it was 
clear that negotiating one set of rules covering most service sectors 
was an ambitious project. In addition to adopting general principles, 
therefore, they have established a work program to apply these to a 
number of discrete sectors as a basis for possible, more far-reaching 
negotiations at a later stage. Even such a modest beginning, however, 
constitutes a major step toward open and competitive trade in services 
between the two countries. 
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Temporary Entry for Business Purposes 


Export sales today require more than a good product at a good 
price. They also require a good sales network and, most of all, reliable 
after-sales service. U.S. immigration regulations have often frustrated 
the access of Canadians seeking to enter the U.S. to work with their 
customers or to provide after-sales service. In order to increase sales 
to the U.S., therefore, Canadians need reliable and easy temporary 
access to their customers. The Agreement will provide for such 
improved and easier border crossing by business persons. Canadians 
travelling to the U.S. on business, including those engaged in the 
service industries, such as consulting engineering services, will find 
that the new rules to be establislied in the Agreement will ease their 
border crossings and increase their sales. 


Financial Services 


The treatment of financial services in the Agreement will be 
balanced and will open up a major new area of the securities market 
for Canadian banks in the U.S. As well, it builds on the access 
Canadian financial institutions currently enjoy south of the border. 


As part of the Government's pledge to remove restrictions 
handicapping Canada’s financial institutions, Canadian banks can now 
engage in securities activities in Canada. This liberalization of 
financial services has proceeded at a much slower pace in the U.S. As 
a result, Canadian banks in the U.S. that acquire securities firms could 
engage in banking or securities activities, but not both. The Agreement 
makes a major breakthrough in this area. From now on, Canadian 
banks operating in the U.S. will be able underwrite and deal in 
Canadian government securities. The U.S. Glass-Steagall Act, 
regulating the relationship between securities and banking, now 
prohibits such activities. Canadian governments, at all levels, will 
benefit from this change as there will be more competition for the 
billions of dollars in securities annually raised in the U.S. 


For the first time, Canadian banks will now also have a 
guaranteed right to engage in interstate banking. The insurance 
industry, especially the life and health companies, has achieved secure 
access to the U.S. market. As well, it has gained a commitment from 
state legislatures and their regulators to provide the same treatment 
they accord to American financial institutions. 
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As part of its general commitment to trade liberalization, Canada 
will remove impediments to the activities of foreign financial 
institutions. This will create greater competition in the marketplace 
with real benefits to consumers. As these financial institutions grow, 
they will have to conform to the same ownership regime as that which 
applies to Canadian-controlled financial institutions. 


Investment 


A hospitable investment climate will be indispensable if 
Canadians are to achieve the full benefits of reducing barriers to trade 
in goods and services. A central issue during the trade negotiations, 
therefore, was the development of a mutually beneficial framework of » 
principles sensitive to the national interests of both countries with the 
objective that investment flow freely between Canada and the United 
States and investors be treated in a fair and equitable manner. 


The investment chapter will provide a comprehensive, non- 
discriminatory framework of rules and principles governing cross- 
border investment activities in the free-trade area. Across all regions 
of Canada and the United States, investors will have increased and 
secure access to investment opportunities. Across all sectors, investors 
will enjoy consistent treatment in Canada and in the United States. 


The investment provisions will be forward looking. Existing 
discriminatory investment measures on both sides of the border may 
be left unchanged. But, under any new legislation and practices, 
Canadian investors in the U.S. and American investors in Canada will 
be treated no differently than domestic investors are treated within 
each country. 


The Government insisted on maintaining Canada's right to 
review significant acquisitions by U.S. investors. Accordingly, the 
Agreement will provide that the review threshold for direct 
acquisitions will be raised in four steps to $150 million by 1992. At 
that time, about two-thirds of total Canadian-controlled assets will still 
be reviewable. For indirect acquisitions, which involve the transfer of 
control of one foreign-controlled firm to another, the review 
thresholds will be phased out over the same period. 


Both countries have also agreed to prohibit investment-related 
performance requirements (such as local content and import 
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substitution requirements) which significantly distort bilateral trade 
flows. The negotiation of product mandate, research and development, 
and technology transfer requirements with investors, however, will 
not be precluded. 


The free flow of investment across the border will allow for the 
creation of new jobs and wealth in both Canada and the United States 
and will, therefore, ensure that Canada has the means to provide social 
and economic benefits to its own people and the ability to assert its 
national interests in a world of increasing economic interdependence. 
The hospitable investment environment in Canada created through the 
investment provisions, as well as by the operation of the trade 
Agreement as a whole, will ensure that adjustment and economic 
growth proceed in an efficient manner but one which is sensitive to the 
needs of individuals, regions and sectors. 


A Good Deal for All of Canada 


Every region and most industries in Canada will benefit from this 
deal. As the Prime Minister promised when he launched the initiative, 
our aim was to stimulate balanced economic development throughout 
the country. For producers, it will open the doors to a vast market 
ready for Canadian goods and services. For workers, it will mean not 
Just better jobs, but jobs with a future as Canadian products continue to 
increase their share of the American market. The foundations now 
exist in every sector for the kind of success a free-trade agreement has 
already achieved for the auto industry. 


The creation of the binational dispute settlement mechanism will 
ensure that Canadian industry gets a fair deal through U.S. trade 
remedy law. They now have recourse to a higher authority with a 
Canadian voice at the table. Through the elimination of tariffs, 
Canadians will gain enhanced access to the U.S. market; in a practical 
sense, the elimination and simplification of existing customs measures 
will make that access much easier. 


We live in an era of constant economic change. Adjustment 
constantly takes place. Some dislocation is inevitable. This is why the 
Agreement will be phased in over 10 years so that Canadian workers 
and firms can gear up to take advantage of the new economic 
environment. At the same time, the Government will take the 
necessary actions to smooth the transition. 
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The Agreement will promote growth. It will mean a significant 
increase in jobs for Canadians -- as many as 350,000 new jobs between 
now and 1995, according to the Economic Council of Canada. 


The Regions 


In the West, the issue has been diversification and the Agreement 
builds on the work already begun with the creation of the Western 
Diversification Agency. 


For British Columbians, it will mean that their forest products, 
which account for 45% of exports, will now have more secure access 
to the United States. Over time, the penalties imposed by the U.S. on 
shakes and shingles will disappear. To ensure that manufacturing of 
forest products continues to take place in Canada, the export restraints 
on logs currently in place will be retained. British Columbia 
producers of fresh fruits and vegetables can be confident that they will 
continue to have protection for the foreseeable future from depressed 
prices in the United States. 


Alberta's oil and gas industry will soon find that its entry into the 
U.S. market is without barrier. The only limit to future profits is the 
imagination and talent of those who work in the energy sector. Canada 
is a world leader in the exploration and development of energy 
resources -- now we have found a market of the same scale as our 
expertise. The oil discriminatory import tax will be lifted and Canada 
will be exempt from any future similar action. Cattle ranchers will 
now find the market for their beef and veal wide open without the 
threat of quotas under the U.S. meat import law. With 75% of its 
production going to the U.S., the removal of tariffs and non-tariff 
barriers on petrochemicals will secure the industry's future. 


Saskatchewan's uranium industry will benefit from the removal 
of restrictions on the enrichment of uranium. The Agreement also 
marks the first tangible reduction in the current agricultural subsidy 
war being waged worldwide. By agreeing to the elimination of 
distortive and costly export subsidies on bilateral trade, Canada and the 
U.S. take a pioneering step forward. For potash producers, the dispute 
settlement mechanisms created by the Agreement will ensure that 
future actions are subject to accountability with better enforcement of 
tules. 
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In addition to opening up the U.S. market to manufacturing, 
Manitobans have been anticipating the economic jobs and export 
dollars that Limestone II will create when it comes on stream at the end 
of the decade. Access to the U.S. market for electricity is now more 
secure. Possessing the most diversified economy of the Prairie 
Provinces and with over half of its exports directed towards the U.S., 
Manitoba industry, especially manufacturers, will find new 
opportunities. Health and technical standards will no longer be 
permitted to inhibit agricultural exports. 


No part of Canada has more to gain from the Agreement than 
Ontario. Ontario's economy was built largely on its trade with the 
U.S. Today, over 90% of its exports go to the U.S. With over two- 
thirds of these exports in the automotive sector, the Government had 
two objectives in the negotiations: to preserve the benefits of the Auto 
Pact and to expand the opportunity for future growth in this industry. 
This was achieved. In recognition of the importance of the auto 
industry in both countries, a blue-ribbon panel will be struck to 
recommend public policy measures and private initiatives to improve 
competitiveness. The phase-out of tariffs over the next decade will 
allow more processing to take place in Ontario. Ontario farmers, 
whose output is the largest of all provinces, will benefit from more 
secure access to the U.S. market, while the interests of the dairy, 
poultry and fresh fruit and vegetable producers were safeguarded. 
Canada’s service industries, which account for 70% of the labour force 
and are concentrated in Ontario, will be major beneficiaries from 
easier access to the U.S. market for their services and their personnel. 
Ontario's exports of electricity will be more secure and new 
Opportunities have also been provided for the financial service 
industry. 


Quebecers have a major stake in rolling back protectionism and 
gaining easier access to the U.S. market. The electricity generated by 
the hydro plants from James Bay to the St. Lawrence are assured 
secure entry to the American market. Two-thirds of Quebec's pulp and 
paper exports go to the U.S. Tariff elimination on pulp and paper will 
enhance trade opportunities. The negotiations have safeguarded the 
special interests of sensitive agricultural issues such as horticulture, 
supply management and the brewing industry. There is scope for 
further exports by hog and livestock producers, as well as food 
processors. Montreal's world-scale engineering and consulting firms 
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will benefit from the new code governing trade in services and the 
improved access for business travellers. 


In the Atlantic, the problem of the past has been one of 
development. The Government has created the Atlantic Opportunities 
Agency as a first step in the direction of new growth. The 
government's capacity to pursue such regional development initiatives 
remains undiminished. By gaining more secure and enhanced access to 
the largest market in the world, Atlantic Canadians will be able to 
realize that potential. 


New Brunswick's exports of forestry products will gain more 
secure entry to the U.S. market. In the future, the application of 
American laws will be subject to a binational panel that will ensure fair 
application of the law. 


Jobs and development go hand in hand with trade expansion in 
Nova Scotia, an historic trader with the Americas. A fair and equitable 
dispute settlement mechanism will go some distance to providing more 
security of access for traditional exports like fish and lumber and 
manufactured goods like tires, all of which have been subject to U.S. 
trade-remedy laws. The ground-breaking accomplishments of the 
Agreement in providing a set of disciplines covering a large number of 
service sectors will create new opportunities for Nova Scotians who 
work in insurance, computers and construction. 


Prince Edward Island's potato farmers have been hard hit by U.S. 
harassment of its potato exports. The dispute settlement procedures 
outlined in the Agreement will provide greater fairness and curb the 
unilateral application of unfair trade actions. Elimination of tariffs 
will encourage producers to export potatoes in baker-count boxes and 
other specialty products for the restaurant and convenience food 
markets. Manufacturers of fish processing equipment and eyeglass 
frames will also find new opportunity with the gradual elimination of 
tariffs. 


Newfoundland's ocean wealth will be augmented in the future by 
oil and gas from the huge reserves discovered in the the province's 
coastal waters. The incentives for new investment contained in the 
Agreement will create the right climate for exploration and 
development. The abolition of all barriers to energy trade will give 
Newfoundlanders assured access to the American market. The Come- 
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by-Chance petroleum refinery will have the assured free entry it 
requires for long-term success. Removal of tariffs on specialty papers 
and processed minerals will add to the potential for growth. Equally 
important are the advantages for growth the Agreement will provide 
to Newfoundland's fishermen. Secure and open access to the U.S. will 
encourage investment and more permanent jobs in further processing 
of Newfoundland's abundant supply of fish, lumber and iron ore. The 
trade remedy provisions will limit harassment from U.S. countervail 
complaints that have plagued the fishery. 


Conclusions 


From the beginning the Government had one cardinal rule: the 
deal had to be a good deal or there would be no deal. The Agreement 
reached on October 3 is a good deal for Canada and a deal that is good 
for all Canadians. It is also a fair deal; it brings benefits and progress 
to our partner, the United States of America. It is only when both 
partners prosper that an accord will last and stand the test of the time. 
The Government is confident that this new Agreement will meet this 
test. 


The two governments have also shown their traditional leadership 
to our trading partners around the world. This initiative shows what 
can be accomplished when two countries are determined to strike 
down protectionism, move toward liberalized trade, and generate new 
prosperity. 


This Agreement will expand Canada's access to the world's 
largest, richest and most dynamic market. It will stimulate an increase 
in productivity, research and development, a significant improvement 
in Our competitive position and enhanced product quality. The result 
_will be lasting jobs and sustained prosperity. 


Canada and the United States will apply the same vision to the 
Uruguay Round of Multilateral Trade Negotiations being conducted in 
Geneva. The Agreement will set an important example for these 
negotiations , where Canada, the United States and the other 93 GATT 
members are trying to lower barriers to international trade and to 
enter a new phase in the liberalization of global markets. 


The Agreement of October 3, 1987, constitutes a major 
step toward implementation of an accord that will be fair and 
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beneficial for all regions of Canada. To quote the Prime 
Minister in the House of Commons on October 5: 


" We go forward with confidence in our future, confidence in our 
country, and most of all, confidence in the youth of Canada. We have 
set a course for a stronger, a more united, and a more prosperous 
Canada. It is not a path -- it never was and it never will be -- for the 
faint of heart, but this country was not built by timid souls. This is a 
path for the daring, the innovative, and the nation-builders who are 
now called upon to make a firm decision on behalf of a strong, united, 
and prosperous Canada. 


For those who follow this path, we share the intrepid spirit of the 


pioneer generations and hopefully it will be said of all of us, as it was 
of them, that we left this Canada, this beloved country, a better place." 
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